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Key Economic Indicators for Gabon 


All values are in US $ Million unless otherwise indicated. 


1977 1976 


Exchange rate US $1 equals 240 CFA 250 
GDP at Current Prices (1) $2,648 $2,325 
Per capita GDP (Dollars) (1) 4,012 3,696 
Population (thousands) (1) 660 629 
Labor Force (thousands) (1) 129 129 
Interest Rate 6.5% 6. 
Money Supply (BEAC) 596 601 
Development Budget 792 37. 
Operating Budget 1,018 797 
Foreign Assets (net) (98) 91 
Domestic Credit (2) 510 400 
Foreign Debt 1,554 1,400 
Total Exports 1,449.: 1,083. 
Total Imports 800 480. 
Balance of Trade 699. 604. 
Exports to U.S. ° 187. 
Imports from U.S. : 27s 
Wholesale Price Index (1) (3) 243 
1966 = 100 
Retail Price Index (1) (3) 254. 
1966 = 100 
Uranium Production (tons) 900 
Petroleum (millions of tons) i 13: 
Manganese (millions of tons) ; fs 
Tropical Wood cut (millions : Ls 
of cubic meters) 
Electrical Power produced (mil- 
lions of kilowat hours) 


(1) Estimates 

(2) Loans to private sector 

(3) Publication of Price Indices was suspended in May 1976. In- 
flation in 1977 is estimated to have approached 172%. 

(4) May 1976 figures 

Sources: Central Bank; Ministries of Plan, Finance and Mines; CNSS. 





Summary: 


During 1978 the Gabonese economy continued its post- 
1977 OAU (Organization of African Unity) Conference slowing 
trend. With crude oil prices stable since December 1976, 
and oil production also stable but with a decline projected, 
the Gabonese are learning that austerity is the only solution 
to their national indebtedness and a stabilization program 
the only way to insure continuing development. Revenues from 
manganese, uranium, and wood production have remained fairly 
constant. 


In order to finance Gabon's national debt without 
jeopardizing the domestic economy and development projects, 
the Government trimmed its budget and implemented a stabiliza- 
tion program. Responsible debt management should slowly 
allow the economy to move toward renewed expansion. Develop- 
ment projects suffered during 1978. Of the major projects 
outlined in the 1976-1980 Plan for Economic and Social 
Development, only the Transgabon Railroad received sufficient 
budget allocations to permit uninterrupted progress. Despite 
these economic problems, Gabon's stable, pragmatic government 
continues to follow its liberal economic policy of encouraging 
private foreign investment and management. The government's 
policy of economic nationalism (Gabonization) is moderate. 


American products and services have a good reputation 
in Gabon, and there are good opportunities for US firms to 
obtain large contracts and make substantial sales if they 
can provide long-term financing. The Embassy in Libreville, 
backed by the Departments of State and Commerce, is ready to 
help American firms do business in Gabon. 


Current Economic Situation and Trends: 


President Bongo's statement of late 1977, that Gabon had 
spent ten years' worth of development funds in three years, 
accurately explains the reason for the present economic slow- 
down. Since Gabon has the highest per capita GDP in sub- 
Saharan Africa ($4,012/person), it has been denied the long-term 





low-interest loans available to its neighbors from public 
international financial institutions. Gabon's foreign 
borrowings, which augmented mineral revenues in financing 
pre-OAU Conference development, were mostly short term and 
are presently due for repayment. Unfortunately for Gabon, 
a greater debt than anyone realized was accumulated during 
the 1974-1976 heyday. When the debt was consolidated in 
1977, it was clear that austerity was required. The Gabonese 
Government proceeded to implement a stabilization program 
which was designed to resolve the liquidity problem and to 
finance sufficient investment programs in order to maintain 
a healthy economy. The stabilization program has so far 
been successful in maintaining Gabonese economic momentun, 
albeit at a reduced level. 


Despite a public debt of around 532 billion F CFA ($2.2 
billion) (1), of which 268 billion CFA ($1.6 billion) is 
external debt, Gabon has received roughly 40 billion CFA 
($166 million) in international loans over the past year, and 
has been allowed to draw down part of its 6.7 billion CFA 
($30 million) IMF tranches to help meet its debt service 
requirements. Projections call for these external financing 
sources to be supplemented by continually increasing operating 
budget surpluses beginning in 1980. Such surpluses should be 
possible due to two factors. First, since Gabonese Government 
revenues are derived mainly from the petroleum and mining 
industries, revenues will continue to increase as commodity 
prices and/or production increase. Second, the stabilization 
program calls for austerity measures in government operations. 
Thus, given adherence to the program over the next five years, 
an ever-increasing operating budget surplus will replace 
external borrowings as the means of liquidating the national 
debt and financing the curtailed expenditures for development 
projects. 


The thrust of Gabon's development program is to reduce 
Gabon's dependence on imports’ and eventually to permit Gabon 
to become an exporter of semi-manufactured products. Agri- 
culture was given top priority in the 1976-1980 development 
plan because of Gabon's near total dependence on imported 
food. Unfortunately, projects such as agricultural develop- 
ment, which require considerable social change, were put 
aside in favor of prestige projects such as roads, palaces, 


(1) $1 = 240 F CFA 





and hotels for the 1977 OAU Conference. 


The Gabonese now realize that the diminished development 
resources which will be available over the next several years 
cannot be squandered on non-productive projects. The de- 
velopment budget for 1978 is 93 billion CFA ($387.5 million). 
It is expected to decrease to 81 billion CFA ($337.5 million) 
in 1979, and to 70 billion CFA ($291.6 million) in 1980. The 
Transgabon Railroad receives the lion's share (roughly 1/3) 
of the development budget. Other major projects underway 
include a hydroelectric plant at Tchimbele, port works at 
Owendo and Port Gentil, and the SOGACEL paper-pulp plant. 


The results of the austerity measures are most noticeable 
in Libreville, where the construction boom was the most 
intense. Construction and public works companies now have 
little work and are repatriating many of their non-Gabonese 
employees.. The contraction of the highly paid expatriate 
community has created problems in other sectors. Hotels, 
which two years ago were always full, now have occupancy 
rates of below 50%. The restaurant and retail trade has also 
decreased. Only the rate of inflation refuses to move down- 
wards. It is estimated that the annual inflation rate for 
1977 approached 172. 


Natural Resources: 


The mineral resources of Gabon have and will continue to 
provide the fuel for the country's economic development. The 
most important of these resources is petroleum. Gabon's 
petroleum production is small in comparison with that of the 
other members of OPEC. Her 1977 production of 11.2 million 
metric tons (81,144,000 barrels) (2) accounted for 235 billion 
CFA ($1.07 billion), or 75% of Gabon's export revenues, and 
132 billion CFA ($550 million), or 55% of government revenues. 
There was no significant change in the level of production 
between 1976 and 1977. Production levels are expected to 
remain fairly level for the next three years and then decline 
at a rate of about 10% per year if there are no new commercially 
viable discoveries. The government recognizes that petroleum 
is an exhaustible resource but intends to attempt to maintain 
production at present levels for as long as possible in order 


(2) 7.245 barrels per ton. 





to help finance Gabon's economic development and diversifica- 
tion. Toward this end, the government has increased pressure 
on the oil companies to expand exploration programs. There 
are presently approximately 20 companies exploring for oil 

in Gabon. To date, most production and exploration has been 
offshore. Most offshore areas have been explored, and the 
task of onshore exploration is being tackled. Onshore 
exploration is considerably more expensive because of Gabon's 
terrain. It is estimated that 150 billion CFA ($625 million) 
will be invested in oil exploration from private sources 
during the four-year period ending in 1980. This would be 
equivalent to roughly 40% of the total investment made in 

the petroleum sector through 1976. 


Before the discovery of oil, timber was Gabon's most 
valuable exploited resource. Eighty-five percent (57 million 
acres) of Gabon is covered by dense tropical forest. In 
1963, timber exports constituted 75% of Gabon's exports. In 
1977 they constituted only 8%. During the past year, the 
timber industry continued its recovery from the market slump 
of 1974-75. In 1977 timber production was roughly 1.5 million 
metric tons, worth an estimated 26 billion CFA ($108 million). 
The European demand for wood remains the key to expansion of 
the Gabonese timber industry. Gabon now processes nearly 102 
of its timber either into planks or plywood. Additional 
investment is planned to allow for a greater percentage of 
the raw timber to be processed locally. The CFG (Compagnie 
Forestier du Gabon) is planning to modernize its 20-year-old 
plywood and board plant, and the government has allocated 
additional funds for the construction of the 800-ton-per-day 
SOGACEL (Société Gabonais de Cellulose) paper pulp mill. 
SOGACEL was scheduled for completion in 1982; however, financ- 
ing has been a problem. Whether or not these transformation 
projects are realized in the near future will depend on the 
availability of long-term financing. Gabon's vast reserves 
of forest ensure that she will remain an important wood 
supplier for a long time to come. 


Gabon is divided into 3 forestry zones, of which only 
the coastal zone has been exploited. Serious exploitation of 
the second zone should begin following completion of the 
Transgabon Railroad. Competition from cheaper Southeast Asian 





suppliers poses a major problem to the Gabonese timber industry. 
The establishment in 1976 of the Societe Nationale des Bois 

du Gabon (SNBG) was an attempt to rationalize the production 
and marketing of Gabonese timber. SNBG has not yet proven to 
be successful at this task, and it is now fighting an uphill 
battle in the marketing sector. 


Gabon's second most important earner of foreign exchange 
is manganese. Gabon's high quality manganese meets a signif- 
icant portion of US and 25% of Western World needs. In 1977, 
it provided 8% of Gabon's export earnings. With reserves 
estimated at 200 million tons (25% of world's known reserves) 
and a present annual production capacity of approximately 
2 million tons, manganese will be an important exchange 
earner for a long time to come. In 1977 production was 1.9 
million metric tons, slightly down from the 1976 figure of 2.2 
million tons. The drop was due to the sluggishness of the 
world steel industry. Gabon's production capacity is also 
limited by the present means of evacuation to world markets. 
Problems at the mine and with the Congo Railroad currently 
evacuating the manganese have limited production for 1978. 

In 1976 the cable car network which transports the ore from 
the mine at Moanda to the Pointe Noire railroad in Congo was 
operating at near capacity. Despite efforts to increase this 
capacity, expansion of production will have to await com- 
pletion of the Transgabon Railroad to the Moanda region in 
southeastern Gabon currently scheduled for 1985 and the con- 
struction of a minerals port. World market demand permitting, 
annual production could then reach 4 million tons. Manganese 
is mined by COMILOG (Compagnie Miniere de 1'Ogooue), which 
has 43.6% US Steel participation. 


Uranium production in 1977 was 1,025 metric tons, valued 
at 19.6 billion CFA ($82 million). Most of this production 
was sold to France. Gabon's reserves are estimated at 20 to 
25 thousand metric tons. All ore is currently mined and 
processed by COMUF (Compagnie des Mines d'Uranium de France- 
ville). A new ore concentration unit was completed in 
August 1978. Gabon can now process her ore into "yellow- 
cake" of 70-75% uranium metal content. Previously only an 
intermediate process which created 40% metal content was 
available. French, American and Japanese firms are actively 
prospecting for additional uranium deposits. 
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SOMIFER (Societe des Mines de Fer de Mekambo) has 
concluded its extensive testing of the iron ore deposits at 
Belinga in northeast Gabon. Belinga's reserves are estimated 
at 1 billion tons, of which more than 300 million tons are 
proven to be high grade (60% Fe) low phosphorus. Depending 
on world demand for iron ore, production could begin upon 
completion of the 240 kilometer leg of the Transgabon Railroad 
from Booue to Belinga. This would be in the late 1980s. 


Agriculture: 


Only around one-half of one percent of Gabon's total 
land area is under cultivation. Of that area roughly 85% is 
devoted to subsistence farming. Therefore, Gabon imports 90% 
of its food, making prices extremely high. This situation 
exists because Gabon's relatively small population subsisted 
easily without organized agriculture. Also, the income 
discrepancy between urban and rural areas has caused a rural 
exodus. Finally, road transport is so poor in Gabon that 
getting produce to the cities is nearly impossible. Despite 
the high priority given the agricultural sector in the 
National Development Plan, actual investments have been slight. 
Less than 10 billion CFA ($42 million) is scheduled to be 
spent, between now and 1980, on agricultural development. 
This sum will be aimed at increasing production of export 
crops such as coffee, cocoa, and sugar, as well as at increas- 
ing besic agricultural production. Increased ranching 
activities are also foreseen. To be successful, future 
agricultural projects will have to be highly mechanized and 
will probably include elements of food processing. The SOSUHO 
(Societe Sucriere du Haut Ogooue) sugar cane plantation and 
refinery near Franceville have been operating for two years, 
and production is expected to reach 30,000 tons per year by 
1980, of which 2/3 could be exported. 


The Gabonese fishing industry remains stagnant. The 
necessary investments in ships, manpower training, and port 
refrigeration facilities have not been forthcoming. Given 
the decreasing development budget, the development of a 
fishing industry will have to be a private venture. Several 
private companies have expressed interest in this area, and 
French, Nigerian, and Spanish, as well as Gabonese interests 
are gearing up to enter this field. 





Industrial Development: 


The manufacturing sector in Gabon has been kept relatively 
small because of the size of the domestic market, a manpower 
shortage, and the high costs of doing business in Gabon. 

Apart from the oil refinery at Port Gentil, founded in 1957 
and expanded in 1976 to a production capacity of around 1.6 
billion tons per year, there is the 30,000 ton/year SOSUHO sugar 
refinery (completed in 1977), the 270,000 ton/year cement 
plant at Owendo (completed in 1977), and a 40 ton/day asphalt 
plant (completed in 1975). Other small-scale manufacturing 
includes a cigarette factory established in 1972, several 
breweries and soft drink plants, palm oil and flour mills, 
and a radio and television assembly plant. A ferro-manganese 
plant is planned in conjunction with construction of a hydro- 
electric dam at Grand Poubarra. 


Considerable investments have been made in the manufactur- 
ing sector through the Program for Industrial Diversification 
(PID). Through PID, the government requires the oil companies 
to contribute the equivalent of 2% of sales to industrial 
development. In March 1978, President Bongo committed the PID 
funds for the next three years to the SOGACEL project. The 
SOGACEL project is expected to cost $370 million. The site 
for the paper pulp factory has already been prepared at a cost 
of 12.5 billion CFA ($52 million). 


Transgabon Railroad: 


The most important development project in Gabon remains 
the Transgabon Railway. The development program for the entire 
country depends on its completion. The railroad will enable 
Gabon to exploit both its timber and mineral resources more 
efficiently. Actual construction began in 1975 by EUROTRAG, 

a thirteen-company European consortium. Construction is 
behind schedule, perhaps as much as two to three years, but 
laying of track began in mid-1977 and work is continuing. The 
200 kilometer stretch from Owendo to Ndjole will be completed 
by December 31, 1978 and open for commercial use during the 
first quarter of 1979. The Libreville-Franceville portion, or 
the first two "legs" of the railroad, are scheduled to be in 
operation in 1985. Construction of the third leg from Booue 





to Belinga will not be considered before 1982, and will then 
depend on world demand for iron. Construction of this third 
leg would coincide with construction of a minerals port at 
Santa Clara. As of this writing, there are no indications of 
proceeding with construction at Santa Clara. 


Budget and Plans: 


Gabon's third 5-year Development Plan, covering the period 
1977-1980, was extremely ambitious, with projected total public 
and semi-public investments of $3,429.5 million in various 
sectors of the economy. However, austerity is now the national 
policy, and the Plan is no longer a real blueprint for develop- 
ment. Of the $3.4 billion of investments called for in the 
plan, over the next three years the Gabonese government will 
only be able to contribute 240 billion CFA ($1 billion). 


The plan was based on two hypotheses: the first, or low 
one, that petroleum production will eventually cease with no 
new discoveries; the second, or high one, that there will 
be new petroleum discoveries of commercially viable quantities. 
The plan placed highest priority on agriculture, including 
forestry and industrial development. The needs of the social 
sectors were not neglected. Schools, hospitals, housing, 
hygiene and health programs, particularly in rural areas which 
did not benefit from the petroleum boom, were included. 


The 1978 budget was balanced at 242.5 billion CFA, or 
roughly $1 billion. It is most likely that Gabon will continue 
to produce balanced budgets (total of operating and development 
budgets), and that being the case, the budgets for the next 
three to five years should stay close to the 1978 level, given 
constant crude oil prices. 


Problem Areas: 


The Gabonese government has begun to address the major 
problem facing the economy: the liquidity problem caused by 
the substantial national debt. The stabilization program 
set up in consultation with the IMF and a consortium of three 





international financial consulting firms should correct this 
problem within three to five years. The first quarter of 1978 
was probably the low point for the domestic economy. Com- 
panies who had done OAU Conference contract work for the 
government had been paid too little too slowly, and they could 
not pay their suppliers. There were some instances in which 
firms were unable to pay their expatriate employees. The 
crunch has passed. Money is again circulating in Gabon, and 
companies which were basically sound have pulled through. If 
the stabilization plan is followed, the national debt service 
ratio should be comfortably under 15% by 1981. A long-run 
benefit from this debt/liquidity crunch is that Gabon should 
now have a slower and more rational development process. The 
timber and mineral wealth of the country is vast, and the 
long-term outlook for Gabon is good. 


As in previous years, inflation remains a serious problem. 

The rate of inflation during the past year approached 172. 

The cost of housing and cars decreased, but prices of staples 
such as bread, meat, and gasoline increased substantially. 

The falling demand for most goods and services, caused by the 
exodus of perhaps as many as 10,000 Europeans and 30,000 ex- 
patriate Africans whose jobs were eliminated in the post-OAU 
contraction, has not brought a concurrent decrease in prices. 


IMPLICATIONS FOR THE UNITED STATES 


Current US-—Gabonese Economic Relations: 


President Bongo is a pragmatist and fully recognizes that 
Gabon requires foreign private direct investment, management 
and technology in order to realize the country's ambitious 
development program. During his frequent trips to the United 
States, he repeatedly encourages American businessmen to come 
to Gabon to witness the economic activity and to see for 
themselves the opportunities for investment. However, the 
Gabonese are tiring of seemingly endless visits by businessmen 
who have projects to sell. They are interested in productive 
investments, and are very receptive to businessmen who can 
promise long-term institutional or self-financing of projects. 





Despite the good reputation that American products have 
in Gabon, it is going to be mainly through American investment 
that the Gabonese market will improve for American capital 
goods. Cumulative US investment in Gabon, including US 
minerals exploration, roughly approaches $200 million, second 
only to France's. Non-financial obstacles to increasing 
trade with the US include: the relatively small size of the 
Gabonese market, the necessity of doing business in French, 
and the existence of strong traditional trading ties with Europe. 
In spite of all the above factors, trade opportunities do 
exist for a wide range of products, and Gabon is eager to 
diversify its sources of supply. The Gabonese are also 
interested in exporting more to the US. Gabon exported $220.4 
million worth of products to the US in 1977. To encourage 
economic relations with the US, the Gabonese have hired an 
American as an economic advisor to the President. 


Gabonization: 


President Bongo has adopted a policy of Gabonization, 
which in practice does not operate as a threat to the American 
investor. It can be best described as a policy of joint par- 
ticipation. When a new industry or company is established in 
Gabon, the Gabonese receive 10% of the stock gratis, with an 
option of increasing participation up to 60% through the 
purchase of additional stock, at a price agreed upon by the 
company and the government. It is also required that the 
company headquarters be in Gabon and that a Gabonese be its 
director. There are some exceptions to this latter requirement. 
Thus far, there have been no serious problems with this 
system, and companies have received fair prices for shares 
purchased by the Gabonese government. Gabonization in prac- 
tice is a reflection of the President's pragmatic nature; 
Gabonese participation is necessary for the well-being of 
Gabon, yet foreign investment and skills are equally needed. 
Therefore foreign firms must be treated fairly. This is even 
truer now that the economic boom has passed. 





Opportunities for US Business: 


Although the short-term outlook is not exceedingly bright 
for the export to Gabon of US-manufactured goods and services, 
the long-run prospects, especially for mining, forestry and 
agricultural equipment, are good. There will also be oppor- 
tunities in the construction field as infrastructure projects 
receive government financing in the mid-1980s. Over the past 
year, American cars, processed foods and hygiene items have 
made their debut in Libreville. Austerity measures did not 
include salary cuts, and individuals are buying consumer 
items now before inflation and possible wage freezes erode 
their buying power. The decline of the US dollar relative to 
the CFA franc has made American products more competitive. 

The generally long delivery times required for shipment from 
the US still present a major problem. Small aircraft sales 
should pick up again in two to three years. The national 
airline, Air Gabon, recently received a new Boeing 737 and a 
747. 


There are several large projects on the horizon, which 
should be of interest to US firms. As financing becomes 
available, construction will begin on the giant SOGACEL paper 
pulp mill. Some of the equipment for this proposed 800 ton/ 
day pulp mill has not yet been contracted for. There are 
possibilities for participation in the Santa Clara mineral 
port construction, should this project materialize. The 
engineering and design work for the port was done by an 
American firm, Soros Associates. Other projects include con- 
struction of a ferromanganese plant, a hydro-electric complex 
at Grand Poubara, urban redevelopment of Port Gentil (includ- 
ing a deep-water harbor), and rural road construction, 
including feeder roads for the Transgabon Railroad. While 
this is not a time for signing contracts, it is a good time 
to visit Gabon, make the necessary contacts, build long-term 
relationships and begin negotiation.. Firms providing long- 
term financing have excellent opportunities for landing 
contracts. 


American firms which have been most successful in the 
past are those which have undertaken on-the-spot visits by 
French-speaking representatives willing to return often 





enough to develop the personal contacts essential to success. 
The US Embassy in Libreville offers to American business 
visitors such services as briefings and help in securing 
appointments. 


The United States Government currently assists Gabon 
through loans, guarantees, and insurance from the Fxport- 
Import Bank. The Peace Corps is also active in Gabon in 
English teaching and school construction programs. 
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